APPENDIX C 



Assuming a negative response to toot: 4 50 , — the security 



NDED 



10 



discounting of the security and all of i^s-^ssociated coupons 

for the spot rate determinati^ja^^The first step is to adjust 

the security price lor^accrued interest associated with the next 

coupon g^ym^fit. This is accomplished with the following 

Lationohips 

Price P(I) = Price P(I) + A Coupon Pm (4) 

2 

wherein 

A = [DD-Coupon Date P(I,N) ]/ [Coupon Date P ( I, N+l) -Coupon 

Date P(I,N)] 
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IDED jXiA 



At block 510 , — th e system set s the number of remaining Ias^H A I(p 
coupons associated with the instant security TC to aqt^ as a 
counter for the iterative ensuing processing. TJrlfs is initiated 
by loop command 520, and test 530. At test/$30, the system 
determines whether the coupon date asspdlated with the instant 
security matches the maturity dat^of a security in the P(I, N) 
database* If so, the spot r^te is calculated, as above, using 
the price data; if a matefi is not found with an existing 
maturing security , Jfefie system logic branches to block 540 and 
interpolates fj?6m existing maturity dates on either side of the 
coupon da£^. The use of linear interpolation is a reasonable 
approximation, as the maximum length of time between maturity 
ig is six months. 



spot rate for 



3d 



This process is repeated f o r each value of J, — block 
and with the resultant data used to calcul 

the Ith security, rP(I, N) j_J>iot3c^560. This is repeated for the 

entire set of^&ectirities from the closing price data, block 570, 
arra stored for subsequent u s e, — block 500 -; — 
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^VT!Wr^^tJr , ~ pa,ent and - said 

^tJr^tT^T" R —' ta ^ FAZ F — , Nr. ,49, Seite 

Securities and Flange Commission File No S7.1 *-Q7 Available at 
http.//www. S ec.gov/rules/concept/s71697/frankel.htm 

Bu^e^ Sect,™ , , News; World 

FIG. 2, delete reference numeral "260" 

^zz^^tr on ,es ' 3 1 0 from ,he righ ' ° f ,he otow ~* « ^ ><> * 

^SSiS^SttSJ from * e bot,om of tes ' 330 so ** " — - 

FIG. 3, in block 460, change "Price_P(l,N)» to -Price P(I,N)~ 
F G. 3, m block 500, change "Price_P(l,N)" to -Price _ P(I,N -' 

arrow from block 525 to ,1^530 ' am>W fr ° m W ° Ck 520 ,0 Wock 525 ' ■* « 
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^it;™* 8 ,esi 530 and Mock 55 °' and — *■ — *» b .oc k 

COUPOnVpOT 1 r JST'k ' 0Wer ' eft ° f ^ 530 AM h ,aWed "CALCULATE 
cuuj'UIN 5>FOJ RATE--, add an arrow com ng out of the left side of test «n j. „«■ 

"olm fE,° f ?S I 35 ^ ^ ^ l3beled " ' f adf^lw Itgoul f h ? 8 
bottom of block 535 that is going into the left side of block 550 

FIG. 4, in block 610, change "A(1,N)" to — A(I N)— 
FIG. 4, in test 620, change "A(l,N)=P(l,N-l)" to -A(I,N)=P(I,N-1)- 
F G. 4, ,„ block 630, change "U(l ,N)=A(1 ,N)" to -U(I,N)=A(I,N)- ' 
FIG. 4, in block 670, change "rU(l,N)" to ~rU(I,N)~. 
FIG. 5, in block 720, change "P(1,N)" to ~P(I,N)- 
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FIG. 5, delete reference numeral "890". 
FIG. 6, in block 900, change "PRICES" to -BIDS- 
FIG. 6, in block 910, change "SPEED PROCESSORS" to -COLLATE AND FORMAT-. 



DESCRIPTION OF THE PRESENT INVENTION, column 8, line 35, "X = 1 + rPil 



; and" 



should be -X = 1 + rPQ;- 
2 



DESCRIPTION OF THE PRESENT INVENTION column 9 line 6 "A -rnr. 
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^^^.^^^^ an d that sa, d 

Claim l column 12, lines 11-12, "instruments" should be -instrument- 
Cl m 23' co ^ J 2 - 38 ' " inst ™ ents " ^uld be -instrument--. 
Cla m n ?* 24_25 ' " instrume ^" should be -instrument-. 

Claim 26, column 14, hnes 48-49, "instruments" should be -instrument- 



MAILING ADDRESS OF SENDER: 

Janise Lee PATENT NO. 6.754.639 BP 

Fish & Neave 

1251 Avenue of the Americas 
New York, New York 10020 

No. of additional copies: 0 



2 1 JUL 2004 



